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BOTSWANA KEY ECONOMIC INDICATORS -2- 


All values are in U.S. dollars and represent period averages unless otherwise indicated. 


Exchange Rate: US $1.00 = 1.2151 Pula 1976 1977 % Change 1978! 


INCOME, PRODUCTION, EMPLOYMENT 

'* GDP at Current Prices (millions) 411.5 506 23 597 
! GDP at Constant Prices (FY 1975/76) 368.0 405 10 425 
! Per Capita GDP, Current Prices 570.0 683 19 779 


* Plant & Equipment Investment (millions) 100.0 109 9 117 
Indices: (Base Year = 100) N/A N/A N/A N/A 
Industrial Production N/A N/A N/A N/A 
Avg. Labor Productivity N/A N/A N/A N/A 
Avg. Industrial Wage 1079 1210 12 1356 


Average Annual Industrial Wage: 


Formal Sector Employees in Botswana 

(thousands) 71.5 75 
Avg. Unemployment Rate (%) N/A N/A 
Botswana Workers in South Africa 

(thousands ) 46.0 43 
Population of Botswana (thousands) 72) 740 


MONEY AND PRICES 

Money Supply (millions) 52.9(Dec) 70.6 (Dec) 
Interest Rates (Prime lending) 11.5% 11.0% 
Indices: (Base Year = 100) N/A N/A 
Wholesale Price N/A N/A 
Retail Sales N/A N/A 
Cost of Living (Base Year: 

100 = March 1974) 139 (Dec) 157 (Dec) 


Balance of Payments and Trade 
Foreign Exch. Reserves (millions) 77. 100.6 (Dec) 
External Public Debt (millions) 147. 152.2 (Mar) 
Annual Debt Service (millions) 4. 4.9 (Mar) 

' Balance of Payments (millions) +9. +10. 

! Balance of Visible Trade (millions) -44. -56. 
Exports , FOB (millions) 182. 194, 
U.S. Share 59. 80. 
Imports, CIF (millions) ae. 250. 
U.S. Share 4. 1.5 (Jan-Jun) 
Main Imports from the U.S. for 

1976 (millions): 

Meal and Flour of Maize : N/A 
Ground Nut 0i1 i N/A N/A 
Motor Car Parts .448 N/A N/A 
Aircraft .218 N/A N/A 











* For Financial Year ending on or about April 1 of following calendar year. 
: Embassy estimates. 
N/A 


Not available at time ot pe ei 
Not applicable in case of Avg. Unemployment Rate (%) 
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SUMMARY : 


Botswana is a politically stable country whose economic growth since 
independence has been powered by the expanding production of its chief 
exports (diamonds, copper/nickel matte and beef), its advantageous eco- 
nomic ties with South Africa and the generous attention received from 
donor states. Despite the depressing effects of the recent outbreak of 
hoof and mouth disease, given the expected increase in mineral production 
and barring disaster associated with Southern African political turmoil, 
the Embassy believes Botswana will sustain a projected GDP real growth 
rate of between 5 to 10 percent per annum during the 1978-1985 period. 


Notwithstanding stiff competition from South African producers and 
importing constraints imposed on Botswana by her membership in the 
Southern African Customs Union, there are areas in mining, development 

and government tenders which show promise for U.S. investors and exporters 
of goods and services. 


A. Economic Situation and Trends 


1. Political Stability and Economic Momentum 


Botswana is a mineral-rich and sparsely populated country of 
760,000 people whose political and economic foundations are firmly 
rooted in non-racialism, parliamentary democracy and private enterprise. 
Fueled by the expansion of its chief exports of diamonds, copper/nickel 
matte and beef, Botswana's Gross Domestic Product (GDP) climbed at an 
impressive annual rate of real growth between 12 and 15 percent during 
the period 1967-1973. 

Excluding increases due to both prices and increased statistical 
coverage, the real growth rate in GDP for Financial Year (FY) 1975/1976 
was approximately 15 percent. Nevertheless, FY 1975 was somewhat of an 
anomaly owing to the fact that the Selebi-Pikwe mining complex largely 
came on stream that year instead of the year before, as scheduled. As 
a result of the delay, the real GDP growth of FY 1974/1975 was negative 
and that for FY 1975/1976 was excessively inflated. Excluding the mining 
growth that should have taken place the previous year, the GDP for 1975/ 
1976 would be considerably reduced, to the range of 10 percent. At this 
point, after the leap forward during the 1967/1973 period, it is esti- 
mated that the economy entered a more normal real growth rate of 5 to 
10 percent. 

The GDP in current market prices for FY 1975/1976 reached 275.3 
million Pula. This is the last official calculation of GDP made avail- 
able by the Government to date. Private estimates of GDP for the finan- 
cial years 1976/1977, 1977/1978 and 1978/1979 vary considerably and the 
Embassy gives its own estimates on the Key Economic Indicator Chart. 

The reason for Botswana's decline to a more normal rate of real 
growth in FY 1975/1976 may be attributed to the effects of world eco- 
nomic recession, increased prices of imports (to include petroleum) , 
the sluggishness of the South African economy which brought cutbacks 
in the purchase of Botswana beef, the fears of some investors arising 
from the general security situation in Southern Africa, low prices for 
copper, and the ending of the great infrastructure projects at Orapa 
and Selebi-Pikwe. 
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The unfortunate outbreak of hoof and mouth disease in October 
1977, which temporarily closed the abattoir and has severely restricted 
beef exports to the date of this writing, will likely cause shortfalls 
of millions of dollars in the livestock sector. The beef crisis will 
certainly have a depressing effect upon the money supply, foreign ex- 
change reserves and the balance of payments for 1978. Fortunately, the 
outbreak's impact on GDP for FY 1978/1979 should be somewhat offset by 
the expanded diamond production at Orapa slated for September 1978, by 
strong diamond prices and by the expected launching of two projects in 
1979: the refurbishment of the Rhodesian Railway and, more importantly, 
the construction of the infrastructure for the Jwaneng diamond mine. 
Nevertheless, it is possible that real GDP growth for FY 1978/1979 will 
not go much above zero because of the hoof and mouth impact. 

Despite the negative effects of hoof and mouth disease, given 
the heightened contribution which minerals are expected to make, the 
continued interest of donor states and barring disaster associated 
with Southern African turmoil, the Embassy believes that Botswana can 
sustain a projected rate of real GDP growth of between 5 to 10 percent 
per annum during the 1978-1985 period. 


2. Economic Factors 


a. Diamonds: Diamond production is Botswana's largest, fast- 
est growing and most reliable resource. Production at the Orapa mine, 
now at an annual rate of 2.4 million carats, will expand to 4.5 million 
by 1979. 1978 diamond sales are expected to reach at least 73 million 
dollars, a 22 percent increase over 1977. 

The most astonishing development, however, is the public 
announcement in 1977 of a larger and richer mine than Orapa at Jwaneng 
(about 120 km west of Gaborone). Scheduled to begin production in 1982, 
Jwaneng is expected to exceed annually by a substantial margin the total 
value of Botswana's diamond production in 1977 (about 60 million dollars). 
The 240 million-dollar infrastructure financing for the Jwaneng diamond 
mining project, to be undertaken by DeBeers and the Government of Bot- 
Swana, will provide roads, a production complex and a new town for 
5,000 to 10,000 people. For its part of the financing, the Government 
has recently reached a 75 million dollar agreement with a commercial 
banking consortium led by the First National Bank of Boston. At the 
same time, these dramatic production increases and discoveries are tak- 
ing place against the background of rising world demand and prices for 
diamonds. 

b. Copper/Nickel Matte: The copper/nickel complex at Selebi- 
Pikwe has been plagued since its opening by falling world prices for 
copper and nickel and, until very recently, by serious technical pro- 
blems which prevented attainment of planned production levels and put 
the operation in an unsatisfactory financial position. In March 1978, 
an agreement was reached among the Government, shareholders and lenders 
which greatly bolstered the operation's financing and, at the same time, 
served to increase the royalties due the Government. Under the old 
terms, the Government received a minimum annual amount of approximately 
900,000 dollars. With the new agreement, Government revenues are expec- 
ted to increase to 3.65 million dollars per annum. Another bright spot 
is that Selebi-Pikwe reached full production capacity during the last 
half of 1977 and production for January 1978 reached a monthly record 
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of 3,400 tons. Although the serious technical difficulties have been 
solved and the current financial crisis weathered, Selebi-Pikwe continues 
to face the problem of depressed world market prices for copper and nickel. 
Without significant increases in metal prices for 1978, Selebi-Pikwe is 
forecast to incur substantial operating losses throughout the year. A 
principal shareholder in the Selebi-Pikwe mine is American Metals 
Climax (AMAX). 

c. Coal and Soda Ash: Botswana's enormous coal reserves are 
estimated at 40 billion tons. The country's only mine, the Morupule 
Colliery, supplies both the Selebi-Pikwe complex and the Botswana Power 
Corporation. It is estimated that production in 1977 more than doubled 
the 1976 total of 224,175 metric tons, an increase reflecting the 
expanded production of copper/nickel matte. Although the energy 
crisis has caused increased interest in Botswana's coal deposits and 
exploration programs are in progress by major oi] companies, the lack 
of adequate transport systems appears to be a serious constraint to 
large-scale development for export. 

The Government is actively looking for a developer to con- 
vert the vast Sua Pan alkaline brine resources into soda ash. Launch- 
ing of the project, however, has been hampered by the remote location 
of the deposit and absence of the necessary infrastructure. A large 
Japanese company is presently attempting to put together a consortium 
of companies to carry out further feasibility studies of this deposit. 

d. Prospects for Other Minerals: The results of a recently 
completed aero-magnetic survey have shown that further mineral explor- 
ation may be warranted in Botswana, particularly for iron, manganese, 
asbestos, chromite, and platinum in the southern region. Explorations 
are already taking place for chrysolite asbestos, chromite and uranium 
as well as other minerals. Small deposits of copper, copper/nickel 
and gold have been located and are presently being evaluated. 

e. Beef and Crop Production: The expanding livestock sector, 
which accounted for some 33 percent (64.9 million dollars) of the 
value of Botswana's exports in 1977, and resulted in payments to pro- 
ducers of 37.2 million dollars, suffered a serious setback in October 
1977 when hoof and mouth disease broke out in the three northern veter- 
inary cordoned areas of Ngamiland, Chobe and the Central District. 
Beef production came to a standstill as the abattoir in Lobatse closed 
for several months and Botswana's traditional buyers, the EEC countries 
and South Africa, refused to accept Botswana beef. After the abattoir 
reopened in January for slaughter of animals from the non-infected 
areas, as of this writing, South Africa, France, Martinque and Reunion 
have agreed to accept beef from the non-infected areas. It is not 
possible to know at this time the full effects of the hoof and mouth 
outbreak, but crucial factors to take into account, include (a) the 
duration of the disease, (b) how soon slaughter can be resumed from 
both the buffer areas and those areas once infected and then declared 
infection-free, and (c) the time it takes for the major Botswana beef- 
importing countries of the EEC, particularly the U.K., to resume impor- 
tation. 

Botswana's crop production is largely for subsistence consump- 
tion and is heavily supplemented by imports from South Africa. The 
Government plans to make Botswana self sufficient in agriculture by 
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1985. Nevertheless, progress is made difficult by insufficient rainfall, 

a scarcity of suitable land and shortages of seeds, fertilizers and draft 
power. The Government is working hard to provide storage facilities, a 
better marketing system and to broadcast improved farming techniques. Total 
Sales of major crops amounted to .73 million dollars in financial year 1976/ 
Fs 

f. Economic Ties with South Africa and Rhodesia: Botswana's economic 
ties with South Africa and Rhodesia are of crucial importance. Landlocked 
Botswana relies on South Africa for 90 percent of its imports (to include 
all petroleum products), the consumption of large quantities of Botswana 
beef, access of her beef and copper/nickel exports to the sea, tourism and 
for the substantial revenues derived from membership in the South African- 
dominated Southern African Customs Union. 

Customs Union revenues traditionally constitute the largest single 
source of tax revenue for Botswana and are estimated to amount to approxi- 
mately 44.4 million dollars for financial year 1977/78. In addition, over 
forty thousand Batswana, or approximately half of the country's formally 
employed work force, work in South Africa, mostly in the mines. 

Botswana's reliance on Rhodesia chiefly centers upon the Rhodesian- 
owned railway which runs through the populous eastern portion of the coun- 
try. The Rhodesian Railway carries and helps distribute most of Botswana's 
imports from South Africa, takes Botswana's copper/nickel matte and beef 
exports to the sea, and provides the Selebi-Pikwe complex with its coal 
and the Lobatse abattoir with its cattle. 

Out of deep concern that armed struggle in Rhodesia could impair 
the operation of the railway upon which Botswana's economy depends, the 
Government announced in 1974 its intention to purchase the Rhodesian Rail- 
way aS soon as practicable. With the help of an international financial 
organization, the Government is organizing a group of donor states, to 
include the United States, to provide funds for the purchase, moderniza- 
tion and expansion of the railway. In the meantime, the Government has 
planned contingency measures to help keep the railway operating in the 
event the Rhodesia situation deteriorates to the point where Rhodesian 
authorities cannot operate the line. 

g. Donor Development Funds and Investment: Because of its carefully 
balanced foreign policy, respect for human rights and responsible fiscal 
management, Botswana continues to be a popular recipient of assistance from 
donor nations and public voluntary organizations. Totals of foreign loans 
and grants climbed from approximately 34.3 million dollars in FY 1976/77 to 
40.3 million dollars in FY 1977/78. Estimates for FY 1978/79 run to about 
50 million dollars. 

Major development expenditure is focused on roads, schools and 
urban development projects. Because most funds from abroad are provided 
by way of grants, and loans are often made on very soft terms, Botswana's 
debt service ratio is among the lowest of al! the non-oil producing develop- 
ing countries. Botswana was further assisted during 1977 by the decision 
of Canada and Sweden to waive repayment of loans amounting to 36 million 
and 6 million dollars respectively; hence, the anticipated fall in Botswana's 
public debt for 1978 recorded on the Key Economic Indicators Table. 

The bulk of private investment falls largely within the vital min- 
erals sector. The primary mechanism for mineral exploration, development 
and operation of mines has been and will continue to be private investment. 
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Confidence of investors in Botswana has been reaffirmed by the present expan- 
sion of the Orapa diamond mine, the March 1978 renegotiation of the financial 
structure of the Selebi-Ptkwe mining complex, and the decision of commercial 
banks and Anglo-American/DeBeers to finance the infrastructure for the exploi- 
tation of the newly discovered diamond mine at Jwaneng. 

h. Manufacturing: The growth of the manufacturing sector is plagued by 
a shortage of skilled manpower and management, high costs, the overwhelming 
competitive power of South African exports and investor fears engendered by 
the neighboring Rhodesian conflict. Beef processing aside, manufacturing 
is limited to small enterprises producing building materials, textiles, 
beverages, wood carving and animal curios. The growth of this sector has 
been sluggish, accounting only for an estimated 7 percent of the GDP. 

i. The Threat of Possible Southern African Developments: Although 
prosperous, the economy of Botswana is vulnerable to the possibility of grave 
political/military developments and natural phenomena in the region. As we 
have seen, these could include the premature collapse of the vital Rhodesian 
Railway, Southern African economic decline (with its deleterious effect on 
Customs Union revenues, employment, prices and imports), and further inci- 
dence of hoof and mouth disease and drought. 

Of most immediate concern to Botswana's economy and development, 
perhaps, is the danger that the current war in Rhodesia will intensify and 
spill over Botswana's borders, bringing with it masses of refugees and the 
need for the Government to divert even more funds from development for use 
in shoring up the newly created Botswana Defense Force. 

A further problem which could conceivably arise from the Rhodesian 
conflict would be the decision of the United Nations to impose a stringent 
01] embargo upon South Africa. The South Africans have made it publicly 
clear that in this event, Botswana (and Lesotho and Swaziland) would be the 
first to suffer. Botswana is dependent on South Africa for all its petrol- 
eum imports. 

Fortunately, international organizations, donor states and private 
voluntary organizations are working to cushion Botswana's development from 
financial strains caused by the need to care for refugees and to expand the 
Defense Force. At the same time, the Government has built up foreign ex- 
change reserves in 1977 to the equivalent of four months of imports to help 
isolate the economy against Southern African political and natural emergen- 
cies. Part of this reserve for example, is presently being used in a pro- 
gram to aid cattle owners from those areas infected by hoof and mouth. 

Although Botswana's developmental efforts have been exceptional and 
her future economic prospects seem bright (if she is left to herself), the 
present and potential turmoil in neighboring Rhodesia, South Africa and 
South West Africa is an ever-present and serious threat. 


B. Implications for the United States 


1. Prospects for U.S. Exports 


Prospects for direct U.S. exports to Botswana are severely limited 
by the close proximity and high competitiveness of South African goods, Bot- 
swana's membership in the Southern African Customs Union which imposes import 
duties, and by the small size of the Botswana market. Nevertheless, it must 
be remembered that some U.S. products are very competitive in Botswana and 
that goods purchased by the Government (as opposed to the private sector) 
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from outside of the Customs Union area have the advantage of entering Bot- 
swana duty free. The most promising areas for U.S. exports, therefore, 
appear to be the following: 


a. The refurbishing and expansion of the Rhodesian Railway as a 
prelude to Botswana's assumption of control. Conservative cost estimates 
of the first step of this project are placed at 36 million dollars and 
include purchase of freight locomotives, switch engines, wagons, mainten- 
ance facilities, signal equipment and administrative equipment. The United 
States and other donor countries have committed financial support to this 
project. Inquiries: Minister of Works and Communications, Private Bag 
007, Gaborone, Botswana. 

b. The Botswana Defense Force. Inquiries: The Commanding General, 
Botswana Defense Force, P.0. Box X06, Gaborone, Botswana. The Defense 
Force was created in March 1977 and is currently expanding to a force of 
approximately 2,000 men. 

c. The Botswana Police. Inquiries: The Commissioner of Police, 
Private Bag 0012, Gaborone, Botswana. 

d. Highly specialized products of a scientific or technical nature 
which can overcome South African competition. In the past year, for example, 
some American businessmen have had good results in bidding on Government 
contracts for laboratory and hospital equipment, drugs and vaccines. In- 
gquiries: Ministry of Health, Private Bag 0038, Gaborone, Botswana. 

e. Design and engineering consultants and construction contractors. 
Development over the next several years will focus on the construction of 
roads, buildings, power stations, improvements in water affairs, and, pos- 
sibly, an international airport for Gaborone. Inquiries: Ministry of 
Works and Communications, Private Bag 007, Gaborone, Botswana; Department 
of Water Affairs, Private Bag 0029, Gaborone, Botswana. 


Inquiries for general purposes may be made with the Secretary, Central 
Tender Board, Ministry of Finance and Development Planning, Private Bag 
008, Gaborone, Botswana. 

Because many donors, in varying degrees, tie funds to their own 
suppliers of goods and services, it is advisable that interested American 
companies inquire into the state of current possibilities with the Central 
Tender Board and the aforementioned ministries. At the same time, the com- 
pany's name and services will be brought to the attention of the Government 
of Botswana for future reference. 


2. Prospects for U.S. Investment 


The Government actively seeks foreign investment by trying to amel- 
iorate the disadvantages of high costs and the lack of local skilled labor 
and capital. Accordingly, financial incentives are offered to include a 
low rate of company income tax and generous provisions for capital write- 
offs. Businessmen in Botswana have wide duty-free access to the Southern 
African region owing to Botswana's membership in the Customs Union. Busi- 
nesses may be either joint venture or 100 percent foreign owned. 

Government is currently engaged in a major exercise to identify 
opportunities for development in the manufacturing field with special empha- 
Sis on the possible utilization of locally available raw materials, e.g. 
forestry resources available in northern Botswana, clay resources avail- 
able at various parts of the country, diamonds and by-products of the meat 
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industry. Other possibilities for investment appear to exist in the assembly 
area. These include electronic appliances and vehicle assembly as well as 
the manufacture and/or assembly of agricultural implements using imported 
materials and parts. 

In the longer term, the planned development of the Sua Pan project 
promises to open up new opportunities for the further processing of the raw 
materials from that project especially in the area of heavy chemicals, fer- 
tilizers, glass, etc. The abundant coal deposits also offer great scope 
for further processing especially in the area of liquified gas production, 
and also use in the development of thermo electric power generation facil- 
ities. 

Government is presently considering the possible introduction of an 
industrial incentive package, i.e. additional to the existing tax incentives 
with the view to enhancing the profitability chances for industrial invest- 
ments. It is also planned in the course of the current financial year to 
undertake a major investment promotion drive which will cove all the major 
industrialized countries including in particular the U.S.A., the EEC coun- 
tries and Japan. 


3. Tourism and Restaurants 


These two sectors also remain largely underdeveloped at the moment. 
A number of small safari companies are now operating northern Botswana, 
many of them associated with tourist companies in South Africa. Government 
policy stresses disengagement from South African control in this area, as 
in most others; and opportunities exist therefore for American tourist com- 
panies to invest in such areas as hotel development and other tourism ser- 
vices. At present the unsettled political situation on the north-eastern 
border is the major hindrance to the further development of tourism in that 
area of Botswana, which has the greatest potential in the country. 

As regards the domestic trade sector, virtually all of Botswana's 
four major towns lack adequate restaurant facilities outside of the few 
hotels which themselves are far from adequate. But more important is the 
lack of simple but convenient facilities such as hamburger stands and 
Similar undertakings. 

Details of doing business in Botswana may be obtained from the 
Ministry of Commerce and Industry, Private Bag 004, Gaborone, Botswana, 
or the Botswana Federation of Employers, P.0. Box 432, Gaborone. 


4, Mining Investment and Government Guidelines 


Understandably, the best prospects for private U.S. investment in 
Botswana, at present, fall within the three types of activities associated 
with the growing mining sector, i.e. financing of infrastructure, minerals 
exploration and exploitation. It is exclusively in these areas where Amer- 
ican investment has settled to date in Botswana. 

Long-term agreements (up to 25 years) are negotiated with the Govern- 
ment of Botswana which claims that investors may expect returns in the 13-to- 
20-percent range. The Government assumes direct equity participation (nor- 
mally 15-20 percent) and the equivalent board representation. Too, the 
Government assumes participation in the provision and operation of infra- 
structure. Further information on guidelines for investors in the mineral 
sector may be obtained from the Ministry of Mineral Resources and Water 
Affairs, Private Bag 018, Gaborone. Botswana. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 
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Country 
Marketing 
Managers 


Commercial and economic information on most trading part- 
ners of the United States is available from the U.S. Depart- 
ment of Commerce. 


A Country Marketing Manager is responsible for a country 
or group of countries as listed below. Assistance or informa- 
tion about marketing in these countries may be obtained by 
dialing these key people directly: 202-377 plus the given 
extension. 


Area Extension 
Africa 

Algeria, Libya, Morocco, Tunisia 

Remainder of Africa (except Egypt) 
Europe 


France and Benelux Countries 

Germany and Austria 

Italy, Greece and Turkey 

Nordic countries 

Spain, Portugal, Switzerland and Yugoslavia 
United Kingdom and Canada 


Far East 


Australia and New Zealand 
East Asia and Pacific 
Japan 

Southeast Asia 


Latin America 
Brazil, Argentina, Paraguay and Uruguay 
Mexico, Central America, and Panama 
Remainder of South America and Caribbean 
countries 


Near East 


Bahrain, Iraq, Jordan, Kuwait, Lebanon, Oman, 
Peoples Democratic Republic of Yemen, Qatar, 
Saudi Arabia, Syria, United Arab Emirates, 
Yemen Arab Republic 

Tran, Israel, Egypt 


Eastern Europe 
USSR 
Peoples Republic of China 
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